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The purpose of  the Rlsk Manageme~t Program IS to ensure that nsks associated with 
Lodi’s hulk power proc~ement p r o ~ ~ ~ n  are properly identlfied, measured and 
contro~led 

cies are to be applied to all aspects oflodi’s wholesale p ~ o c ~ e m e n t  and saies 
activities, long-term contracting ~sociated with energy supplies, capital projects and 
associated ~ n a n c i n ~  doc~nents related to ge~eration, ~ ~ s m i s s i o n ,  t ranspo~a~~on or 
storage, and p a ~ ~ c i p a t ~ o n  in Jomt Powers Agencies (JPA’s) 

These policies do not address the foil ow^^ types of  genera1 business risk, which m 
treated separately in other official policies, ordinances, and regulations of the city: fire, 
accident and casual~y, health, safety; workers compensation and other such typically 
insurable perils. 

e i ~ ~  tes: 
1 Identrfy, measure and control risks that would have an adverse affect on retail rate 

stabiliCy~ 
2. Assign risk mana~emeRt respon~ib.ilities to appropriately qualified ~ d i v i d ~ ~ s  and 

committees 

todi’s Bulk Power Proc~ement 

cs and reporting mechanisms that provide both quantitative 
and q u a ~ ~ t a ~ i ~ e   assessment^ of potential impacts to rate stability 

opt business practices that encourage development of appropriate levels of 
ope ra t~g  reserve knds, c o n ~ b u ~ e  to retail rate stability and maintain approp~ate 
security for established funds 

entory and address the following categories of risk as a component 
reporting under the risk management program: 

e ~ o i t t i n ~ ~ ~ ~  Liabilities 

isk - Price risk i s  the risk that wholesale prices may increase relative to open 
andor long term supply contracts may move “out of the money”, or 
table or costly in comparison to prevailing price levels. 
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it risk i s  the risk associated with entering into any type of transaction 
IS generally s e ~ e n t e d  into the following five categories. 

arties and retail customers fail to pay for energy delivered 
ies and/or wholesale suppliers fail to deliver contracted for 

fail to take delivery of energy sold to them, necessitating a 

dit or charge a premium for credit risks 
arty ~ansactions are too conc~ntrated among a limted number of 

nai nsk consists of the potential to effectively plan, execute 
~perat~onal nsk includes the potential for. 

e organizational i n ~ ~ ~ c ~ u r e ,  is., the lack of sufficient authority to 
isions, ~ i a d e q ~ ~ e  supe~ision, absence o f  intenial checks 

and baIances, incomplete and unt~meiy p i a ~ i n g ,  incomplete and  timely 
r e p o ~ ~ n ~ ,  failure to s~parate inco~patible functions, etc 

2 .  Absence, shortage or loss of key personnel 
pnieiit, systems and toots such as computers, 
and &ta services, 
ts or meet financial obligations incurred in the 

s as a result o~violating laws and re~lations,  
s, fadure to address legal issues and/or receive 

of business, including failure to execute 
es and d~ectives, etc. 

t legal advice, not drafting contracts effectively, etc. 

- conti~gent  abilities consist of liabilities that Lodi could incur in 
of other parties to d i s c ~ ~ ~ e  their obligations At present, these 

step up prov~sions in the e n a b l ~ ~  agree~ents for the Jomt Powers 
consist o ~ ~ e e  ~ ~ n c ~ p l e  catego~i~s: 

s) of which the city is a m e ~ b e r  
, d e c o ~ s s ~ o n ~ n g ,  env i ro~en ta l  remedia~ion and other 

ob~igat~ons which result from Lodi’s own activities and from .PA projects and 
act~vities; 

3. Provisions for take or pay, te~ninatiou payments and/or margin calls in the city’s 
long-term electric power supply agreements. 

es: 

ducts IS ~rohibited. Speculation is defined as 
~oreca~ted load, selling energy that is not 
s without simultaneo~isly replaciiig that 
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energy at a fower cost. In no event shall t ~ ~ s a c t i o n s  be ente~cd into to speculate on 
market condjtjons~ 

~ ~ a ~ s a c ~ i Q n  Ty 
1.  chase energy to serve load above what is expected to be generated or 

~~urchased from existing resources. 
2. Sell existing capacity or ene 

serving ob~iga?ions 
3 .  Purchase gas that is expec~ed to be needed to fuel owned plants 
4. Seli siuplus gas if more e c o n o ~ ~ c  energy is available for purchase 
5 .  Execute financial ~ ~ s a c t i o n s  to fix the price o f  variable c o ~ o d ~ t y  purchases or 

sales 
6. Purchase simple call options to h i t  price exposure on short gas or e l c c ~ c i ~  

posi~ions 
7, Sell simple call options or tolling 

excess of Lodi’s load serving obl~gat~ons 
8. P u ~ c h ~ e  emissions a l low~ccs  deemed necessary for efficient opera~ions of 

owned genera~ing f a c ~ ~ ~ ~ i e s  
9. Purchase or sell firm ~ansinission rights to manage congestion price risk 
10. A purch~e / sa~e  of energy at the C a l i f o ~ ~ a  Oregon Border and a sateipurchase o f  

energy at NP15 to take adv~ntage of Lodi’s ~ r a n ~ ~ s s i o n  capacity 
i 1, A p ~ c ~ a s e  o f  naturai gas and a sale of energy to take a ~ v ~ t a ~ e  o f  excess gas 

fued p ~ k i n ~  capacity 
i 2. A sale of n a ~ a l  gas and a p ~ c h a s e  of electricity to take advantage o f  market 

heat rates below NCPA gas fired generat~on. 

that i s  expected to be in excess of Lodi’s load 

ements on capacity that i s  expected to be in 

~r~nsactions that are not included in the ~pproved Transactions Type list are p r o ~ b i t e ~ , ’  
unless explicitl~ approved by the City Council. 

tevei, broad policy and strategy 
statements as ~ontained in the E 
Council adopts the Energy Risk 
the Risk ~ v e r s i ~ h t  C o i ~ i ~ e e  and dele~ates the City  manage^ to execute it. The City 
Council will review the Energy Risk ~ ~ a g e m e R t  Policy every year. Add~tiona~ly, the 
City Council shall receive reports q u a ~ e r ~ y  from the City ~ ~ a g e r  regarding risk 
managemeR~ activities. These reports will be provided to the Council within six weeks 
after the end of  each c a l c n d ~  q u ~ e r .  

~ a ~ a g e ~ e n t  Policy document. The City 
nt Policies as developed and r c c o ~ c n d e d  by 

er has overall r e ~ ~ o n ~ j ~ i l i t y  for executing and ensuring compliance with 
policy adopred by ?he City Council. The City Manager reports quarterly to the City 
Council ~ e ~ a ~ d i n g  energy risk m~nagement activities. 
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de as voting m ~ m b e ~ ~ ,  the City Manager, A s s i s t ~ t  City Manager, 
rector; or in the case of their absence, their 

the chair of the ROC. Additional non-voting 
ited to p ~ i c ~ p a f e  on the ROC based oii suppo~Ing expertm 

not less than once per month, or as otherwise called to order by the 
y Council. The ROC shall keep in~u tes  of all meetings and business 
app~!nt one of its rn~inbers to perform this task. A quorum for the 
shall consist o f  all members or their designees. The ROC shall 
Its meetings by, andor reports from, other persons as appropriate. 
ll make regular reports to the City Council regardrng business 

acted by the ROC at such intervals and/or upon such occasions as the Council shall 

The ROC shall have the responsiblllty for ensu~mg that business is conducted in 
accordance with the E n e ~ ~  
time to time, adopt and bnn 

sk ~ ~ a g e r n e n t  Policies (E 
ent nsk mana~ement bu 

1. The ROC shall from 
practic~s, defining in 

a1 controls, strategies and processes for m a n a g ~ g  risks associated with 
those bus~ness practices. The ROC shall r e c ~ ~ e n d  to the City Council 

catego~es of t~ansactions peri~tted and set risk limits for those ~ransactions. The 
~ a n a g e r ,  shall confinn the assignment of authonty to 

g t~ansactions, and adrnlnister retail accoruits, supply contracts, 

ate on the ROC through the Electric Utility 
ctor shdl provide load forecast info~nation and 

of  r e l e v ~ t  market and transactional mformation 

ent shall p a ~ ~ c ~ p a ~ e  on the ROC through the Assistant City 
de a e c o ~ t i n ~  and cash flow ~nformation to the ROC 

nt shall participa~e oii the ROC through the City Attorney and 
e and representation and ensure that business IS carried out m 

c o ~ p l ~ a ~ c e  with all app~icable laws, re lations and executive c o w  orders. 

rti 

Quarterly reports shall be provlded to the City Counc~l, which provlde detail on the 
City’s f o ~ w a ~ ~   purchase^, market exposure, credrt exposure, transaction compl!~ce and 
other relevant data. 
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~ i ~ a r t e r l y  Reports shall iiiciude. 
source balances as forecast and adopted in the current o p e r a ~ ~ g  years 

budget 
toad and Resource balances as ad~usted due to operatmg conditions or p u r c h ~ e s  F 

ge in power supply cost from budget 
I Credit Expo~ure by c o u n t e ~ a r ~  
0 A s u ~ a ~  of any p ~ c h a ~ e s  made d ~ n g  the quarter 
I An asse~sment of any c o ~ ~ e ~ a ~ y  credit prob~ems 

i t s  

For transactions executed on beha 
c o u n t e i ~ a ~ y  c r d t  limits and min 
in NCPA’s “Trade and Risk Man 

Lodi through NCPA, trade a u ~ o ~ z a ~ i o n  levels, 
c o ~ t e ~ ~  rating criteria shall be as desc~bed 
t 1999 Interim Policies, Processes and 

P)”, which are made a part of this d o c ~ e n t ,  and attached hereto. 

~ a t e r i ~ 1  c 
q u ~ e r l y  y Risk ~anagement Policy. 

For t r ~ s a ~ t ~ o n 5  executed on behalf of Lodi through NCPA, the City Manager and the 
Electric Utility ~ i r ec to r  shall have the au thor i~  to direct NCPA to enter into purchase 
a ~ e e m e n ~ §  ~ d e ~  a u t ~ o r i ~  granted by the City Council, by Resolution. The Resolution 
shall specify the limits of the authority delegated, including the m ~ ~ u m  dollar ~ o ~ t  
of the a u ~ o r i ~ y  and the durat~on of the contracts and/or transactions that may be executed 
under the d e ~ e ~ a t ~ o n  of authority. 

Because NCPA cannot enter into a ~ e e m e ~ ~  on behalf ofpooling members for longer 
than one year, power supply contracts that have terms longer than one year, or that begin 
delivery more than one year into the future must be executed directly by Lodi. 

For ~ansactions executed directly by Lodi, the City Manager and the Electric Utility 
Director shall have the autbority to enter into purchase agreements under a u t h o r i ~  
granted by the City Council, by ~esolution. 

shall be reported to the City Council as part of the 

n shall specify the limits of the a ~ ~ o ~ ~  delegated, i nc lud~g  the m a x ~ m u ~  
o f  the autho~ty and the duration of  the contTacts and/or ~ a ~ a c t i o n s  that 

may be exec~ted ~ n d e r  the de~ega~ion of authority. 

Any resolution delegating autho~ity to the city manager to contract for e ~ e c ~ i c i ~  shall 
specify gene~ally at least the  follow^^ terms and conditions and the description o f  
energy and energy services to be procured, including~ but not limited to, on-peak and off- 
peak energy and ancillary services; tern, specifying a not-to-exceed period of time; 
period of delivery denoted in years or months; and point o f  delivery on the locus on the 
interstate ~ai~smission system on which the delivery i s  made. 



r gas shalt specify genera~ly at least the 
ons; quantity and the desc~ption of  gas services to be 
Iimted to sched~led gas and gas transportatton services, 

xceed penod of time; perlod o f  d e ~ v e ~  denoted in years or months 
of the locus on the interstate ~ ~ s m s s i o n  

e transfer oftitle i s  made. 

ed dlrectly by the City, the City shall use standardlzed fomi contracts 
of  gas and ~ ~ ~ c ~ i c ~ t y ,  as practtcah~e, ~c luding ,  but not limted to 

ed by the Edison Electnc Institute, the Western 
encan Energy ~ ~ a n d ~ d s  Board Unless waived by 
erparty shatl obtain and ~ ~ i n t a ~  during the term 
ing established as o f  the date o f  award of the 
rating estahl~~hed by Standard and Poor's and a 

's Investors Services. 

All p r o c ~ ~ ~ e n t  of  gas and electricity by contract shall conform to the req~lrements o f  
sk ~ a n a g e ~ c n t  Policies. 

ns, which violate the authority limits, require men^ or 
n the Energy Risk ~ ~ n a g e ~ e n ~  Policy. All ~ x c e p ~ o n s  shall be 

ely to the City ~ ~ a ~ e r  and qnart~rly lo the City Council in the 

isk ~ a n a g e m e i i ~  Pol~cy will be SlhJeCt to review and 
~ c i p I ~ e  or d i s ~ s ~ a l .  


